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Chief Investment Officer Report for the 
March 5, 2003, Investment Committee Meeting. 

Attached are the monthly reports for the period ending January 31, 2003.  Listed below is a brief 
summary of the developments that have occurred in the financial markets through the first half of 
the fiscal year.  They serve as a backdrop for the results listed in the report. 
 
The second page provides a daily graph of the U.S and Non-U.S. equity markets.  The remaining 
pages of the report are generated by the Investment Operations team to assist the Committee in 
the oversight and monitoring of the Fund.  The CIO will also provide a further verbal update at 
the meeting on the status of the investment fund and various issues. 

 
 

 June 30, 
2002 

Jan. 31, 
2003 

Direction 

Interest rates:  
Federal Funds 2.00% 1.25% � Fed Ease 
10-year U.S. Treasury Note yield 4.80% 3.96% � Down 84 BP 
30-year U.S. Treasury Bond yield 5.50% 4.84% � Down 66 BP 

 
U.S. Equity market: 

Russell 3000 Index 552.65 476.91 � Down 75.74 
S&P 500 Index 989.82 855.70 � Down 134.12 
NASDAQ Index 1463.21 1320.91 � Down 142.30 

 
Non-U.S. Equity market: 

MSCI ACWI free (ex. U.S.) 149.24 123.07 � Down 26.17 
MSCI EAFE 1123.00 912.39 � Down 210.61 
MSCI Emerging Markets 319.75 290.44 � Down 29.31�

 
Currencies: 

Euro in U.S.$ .99 1.08 � Weaker U.S. $ 
Yen per U.S. $ 119.59 119.87 � Trading range 
British Pound in U.S.$ 1.48 1.64 � Weaker U.S. $ 

 
Commodities: 

Crude Oil per barrel $26.86 $33.51 � Up $6.65 
Gold $318.50 $367.50 � Up $49.00 
Mega Watt Hour (CA-OR on-peak) $23.38 $45.13 � Up $21.75 
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The chart below displays the daily price movement of the U.S. equity market, as measured by the 
Russell 3000 index, for the first half of the current Fiscal-Year 2002-2003. 
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This chart provides a comparison of the daily U.S. and Non-U.S. equity market price change 
since June 30, 2000.  Note the tight correlation of the global markets over the past 2 ½ years. 
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Russell 3000  January 1, 1999 - January 31, 2003 (Weekly Price)

Capital Market Environment
January 31, 2003

Capital Market Returns - Month of January and the Fiscal Year to date
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Russell 3000  Weekly close from January 1995 to January 31, 2003

Capital Markets Data
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US and Non-US equities since the 1990's                      

Capital Market Returns -  For the 3 & 5 years ending January 31, 2003 

Review of Long-Term Capital Markets Data
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California State Teachers' Retirement System
Investment Summary

 For the Period ended January 31, 2003

Performance Returns for Major Asset Categories

Asset Month Fiscal YTD 1 Yr. 3 Yr. 5 Yr. 10 Yr.
US Equity -2.44 -12.56 -21.81 -13.22 -1.27 8.05
Non-US Equity -4.03 -17.03 -13.99 -15.69 -3.01 4.33
US Debt 0.10 8.05 10.31 10.97 7.39 8.12
Real Estate N/A N/A 7.38 10.24 13.15 8.05
Private Equity N/A N/A -6.44 3.21 11.69 17.68
Liquidity 0.20 1.72 2.85 5.10 5.45 5.42
  Total Fund -1.68 -6.52 -9.12 -5.56 2.20 6.84

Indicies
US Equity History * -2.41 -12.80 -23.03 -13.69 -1.61 8.39
Non-US Equity History * -3.49 -16.87 -14.15 -16.12 -4.08 3.71
US Debt History 0.18 8.46 11.20 11.39 7.54 8.07
Real Estate History N/A N/A 5.82 8.87 10.90 8.64
T-Bill 0.11 0.93 1.66 3.79 4.23 4.48
Consumer Price Index -0.22 0.34 1.93 2.26 2.24 2.39

* Indicies reflect ex Tobacco returns beginning 9/1/2000

Investment Summary - Market Value            (amounts in millions)
Asset This Month One Year Ago Three Years Ago Five Years Ago

US Equity 34,376$         38.2% 39,954$      40.1% 45,464$      42.7% 31,484$      39.1%
Non-US Equity 17,620           19.6% 20,308        20.4% 28,569        26.8% 16,076        20.0%
US Debt 26,266           29.2% 28,120        28.2% 25,320        23.8% 26,075        32.4%
Global Asset Allocators N/A N/A N/A N/A N/A N/A 2,375          2.9%
Real Estate 4,273             4.8% 5,185          5.2% 2,656          2.5% 2,004          2.5%
Private Equity 4,470             5.0% 4,388          4.4% 3,324          3.1% 1,771          2.2%
Liquidity 2,932             3.3% 1,628          1.6% 1,179          1.1% 739             0.9%
  Total Market Value 89,937$         100.0% 99,583$      100.0% 106,512$    100.0% 80,524$      100.0%

Allocations of Cash and Reallocations of Assets
(does not include changes in the market value)

Current Month Past 12 Months

  Cash Inflow:
Contributions & misc receipts 497.7$                 5,030.1$              
Less:  Benefits & misc. payments (816.9)$                (5,293.9)$             
Investment Income 236.2$                 4,554.5$              
  Total Cash Inflow (83.0)$                  4,290.7$              

  Cash Allocation:
US Equity 51.1$                   4,219.8$              
Non-US Equity 16.1$                  615.2$                
US Debt 18.7$                  (2,897.8)$            
Real Estate 103.5$                489.4$                
Private Equity 57.3$                  541.8$                
Liquidity (329.7)$               1,322.6$             
  Total Cash Allocation (83.0)$                 4,290.9$             
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California State Teachers' Retirement System
Investment Structure

For the period ended January 31, 2003
 

Asset Allocation Percentage

Assets Actual Target Difference Range

Public Equity 57.8% 61.0% (3.2%) 56 - 68

Public Debt 32.5% 27.0% 5.5% 23 - 32

Real Estate 4.8% 6.0% (1.2%) 3 - 9

Private Equity 5.0% 6.0% (1.0%) 3 - 9

  Total Investment Assets 100.0% 100.0%

Which can be compared to the strategic targets .....

  Active - US Equity 8.2% 8.2% 0.0% 5-11

  Passive - US Equity 30.0% 32.8% (2.8%) 30-36

TOTAL US EQUITY 38.2% 41.0% (2.8%) 38 - 44

  Active - Non-US Equity 8.8% 10.0% (1.2%) 7 - 14

  Passive - Non-US Equity 10.8% 10.0% 0.8% 7 - 14

TOTAL NON-US EQUITY 19.6% 20.0% (0.4%) 18 - 24

US DEBT 29.2% 26.0% 3.2% 23 - 29
LIQUIDITY 3.3% 1.0% 2.3% 0 - 3

REAL ESTATE 4.8% 6.0% (1.2%) 3 - 9
PRIVATE EQUITY 5.0% 6.0% (1.0%) 3 - 9

TOTAL INVESTMENT ASSETS 100.0% 100.0%
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California State Teachers' Retirement System
Investment Summary

For the Period Ended January 31, 2003

2,153.84$  1.2% 5,221.53$     0.5% $7,375.36 0.7%

2,459.16$  13.5% 5,977.78$     0.0% $8,436.93 3.9%

* Does not include emerging market securities, Canadian stocks, cash or accruals.

($2.45) ($4.02) $94.92

$0.88 ($13.67) $604.99

Current Fiscal Year Prior Fiscal Year
07/02-01/03 vs. 07/01-01/02

$5,671,042 $12,569,145

$13,087,833 $18,077,434

$15,383,971 $22,462,307

$1,805,403 $1,720,368

$35,948,249 $54,829,254

$2,104,983,522 $2,218,897,148 105%

$3,790,175,111 $3,992,477,542 105%

$8,049,568,387 $8,274,867,905 103%

$921,026,907 $941,298,876 102%

$14,865,753,927 $15,427,541,471 104%
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